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CONVERSION  OF  SECTION  23  PROGRAM 
TO  SECTION  8  AND  PHA  MANAGEMENT 

Proposed  Rules 

AGENCY:  Department  of  Housing  and 
Urban  Development  (HUD) . 

ACmON:  Proposed  rule. 

SUMMARY:  The  proposed  rule  will 
amend  the  Section  8  Existing  Housing 
Program  Regulations  in  several  respects: 

1.  The  proposed  rule  clarifies  the  De¬ 
partment’s  policy  regarding  the  conver¬ 
sion  of  the  lower  income  housing  pro¬ 
gram  under  Section  23  to  that  under 
Section  8.  It  requires  Public  Housing 
Agencies  (PHAs)  to  continue  such  con¬ 
versions,  subject  to  the  prior  rights  of 
an  Owner  or  tenant  under  the  Lease.  It 
specifies  that  all  Section  23  existing  units 
shall  be  converted  to  Section  8  by  Sep¬ 
tember  30, 1978,  except  vmder  special  cir¬ 
cumstances  authorized  by  HUD,  and  then 
only  until  September  30,  1979.  It  em¬ 
phasizes  that,  in  carrying  out  conver¬ 
sions,  the  PHAs  shall  make  every  effort  to 
prevent  evictions  by  providing  maximum 
assistance  to  families  determined  to  be 
eligible  for  the  Section  8  program  in 
locating  alternative  assisted  hoiising. 

2.  In  light  of  amendments  made  to  the 
U.S.  Housing  Act  of  1937  by  the  Housing 
and  Commimity  Development  Act  of 
1977,  the  proposed  rules  stipulate  that 
HUD  will  consider  allowing  PHAs  to  per¬ 
form  the  management  fvmctions  if  there 
is  adequate  documentation  that  this  is 
necessary  to  provide  housing  for  eligi¬ 
ble  families,  particularly  large  or  very 
low-income  families,  in  the  locality. 

3.  Additional  procedures  for  imple¬ 
menting  the  conversions  as  well  as  for 
administering  the  leased  projects  cur¬ 
rently  under  Section  23  are  provided  in 
this  rule. 

DATES:  Comments  must  be  received  on 
or  before  December  1,  1977. 

ADDRESSES:  Written  comments  should 
refer  to  the  docket  number  and  date  and 
should  be  submitted  to  the  Rules  Docket 
Clerk,  Office  of  the  Secretary,  Room  5218, 
451  Seventh  Street  SW.,  Washington, 
D.C.  20410.  A  copy  of  each  such  commu¬ 
nication  will  be  available  for  public  in¬ 
spection  during  regular  business  hours 
at  the  above  address. 

FOR  FURTHER  INFORMATION  CON¬ 
TACT: 

Patricia  S.  A.  Arnaudo,  Deputy  Di¬ 
rector,  Project  Management  Division, 
Office  of  Assisted  Housing  Manage¬ 
ment,  Department  of  Housing  and 
Urban  Development,  Room  6248,  451 
7th  Street  SW,,  Washington,  D.C. 
20410,  202-755-6460.  This  is  not  a  toll- 
free  number. 


SUPPLEMENTARY  INFORMATION: 
The  SectkMi  8  Existing  Housing  Regula¬ 
tions,  24  CFR  Part  882,  were  last  pub¬ 
lished  in  ttieir  entirety  on  May  13,  1976. 
Miscellaneous  amendments  were  pub¬ 
lished  for  interim  effect  on  July  6,  1977; 
others  were  published  for  comment  on 
the  same  day. 

Proposed  •  Amendments  Regarding  the 
Conversion  op  the  Section  23  Pro¬ 
gram  TO  Section  8 

HUD  proposes  to  amend  the  regula- 
ticms  on  conversions  to  clarify  and  revise 
Departmental  policy. 

1.  Section  882.101(b)  (1)  would  be  re¬ 
vised  to  specify  HUD  policy  that  PHAs 
shall  complete  the  orderly  conversion  of 
their  Section  23  Existing  Housing  to  the 
Section  8  program  by  September  30, 1978. 
This  deadline  may  be  extended  imder 
special  circumstances,  as  authorized  by 
HUD,  but  only  imtil  September  30,  1979. 

2.  Section  882.101(b)  (1)  (i)  is  a  revi¬ 
sion  of  §  882.101(b)  (1)  which  states  that 
no  HUD  policy  or  procedure  shall  affect 
the  rights  of  the  Owner  or  tenant  under 
a  Lease.  The  policy  is  rephrased,  in  light 
of  the  new  language  in  the  Housing  and 
Commimity  Development  Act  of  1977,  to 
clarify  that  the  rights  of  the  Owner  in¬ 
clude  any  rights  under  the  Lease  to 
renew,  subject  to  the  maximum  term 
permitted  by  law. 

3.  Section  882.101(b)  (1)  (11)  describes 
the  Departmental  policy  regarding  evic¬ 
tions  now  stated  In  other  terms  in 
§  882.101  (b)  (3) ,  The  revised  section  pro¬ 
vides  that  the  PHAs  shall  avoid  evic¬ 
tions.  to  the  maximum  extent  possible, 
by  helping  families  determined  to  be 
eligible  for  the  Section  8  program  in 
locating  units.  Families  determined  to 
be  ineligible  for  any  reason,  shall  be 
notified  in  accordance  with'§  882.209(f). 
Examples  of  reasons  to  deny  an  appli¬ 
cant  a  certificate  are  given  in  the  regu¬ 
lation. 

4.  Section  882.101(b)  (1)  (iil)  is  a  re¬ 
statement  of  §  882.101(b)  (5)  (i)  indicat¬ 
ing  that  where  Section  23  Existing 
Housing  is  to  be  converted  to  Section  8, 
HUD  will,  to  the  extent  of  available  con¬ 
tract  authority  and  budget  authority, 
approve  one  Section  8  unit  for  each  Sec¬ 
tion  23  unit  converted. 

5.  Section  882.101(b)  (1)  (Iv)  is  a  re¬ 
statement  of  §  882.101(b)  (7)  stating  that 
the  applicable  Fair  Market  Rents  shall  be 
those  for  Section  8  Existing  Housing,  ex¬ 
cept  that  for  any  unit  which  was  com¬ 
pleted  less  than  six  years  prior  to  the 
leasing  thereof  the  applicable  rent  shall 
be  determined  in  accordance  with 
§  882.120(b). 

6.  Section  882.101(b)  (1)  (v)  is  a  re¬ 
statement  of  1  882.101(b)(4)  regarding 
the  mapplicability  of  the  conversion 
policy  to  the  HUD  Experimental  Housing 
Allowance  Program. 

7.  Section  882.101(b)(2)  is  a  revision 
of  5  882.101(b)(7)  specifying  that  any 
completed  Section  23  new  ctmstruction 
and  substantial  rehabilitation  projects 
may  be  converted  to  Section  8  under  con¬ 
tractual  arrangements  agreed  to  by  all 
parties  and  approved  by  the  Assistant 
Secretary  for  Housing.  It  also  indicates 
that  in  planning  and  carrying  out  such 


conversions,  the  provisl(H\s  of  §  882.101 
(b)(1)  (1) -(iv)  shall  be  applicable. 

Clarification  of  Policies  Regarding  the 
Remaining  Section  23  Projects 

Section  882.101(b)(3)  would  revise 
Departmental  policy  on  Section  23  exist¬ 
ing  projects  which  are  not  converted.  A 
recent  audit  by  the  HUD  Inspector  Gen¬ 
eral  has  indicated  a  need  for  more  con¬ 
trols  and  supervision  by  HUD  over  these 
projects. 

1.  Section  882.101(b)(3)  (1)  and  (ii) 
would  restrict  the  continuation  of  the 
Section  23  program  by  specifying  that  no 
additional  Leases  may  be  entered  into, 
and  that  Lease  extensions  and  renewals 
for  occupied  units  may  only  extend  until 
September  30,  1978,  and  then  only  be 
permitted  with  respect  to  the  units  which 
are  decent,  safe  and  sanitary.  This  dead¬ 
line  may  be  extended  under  special  cir¬ 
cumstances,  as  authorized  by  HUD,  but 
only  imtil  September  30,  1979. 

2.  Section  882.101(b)  (3)  (iU)  would 
specify  that,  subject  to  the  Lease,  rent 
Increases  may  only  be  made  with  respect 
to  occupied  units  which  HUD  has  deter¬ 
mined  are  decent,  safe,  and  sanitary.  The 
requirement  in  the  current  §  882.101(b) 
(5)  (li)  which  specifies  that  any  such  in¬ 
crease  must  be  funded  by  the  elimination 
of  units  authorized  under  the  Section  23 
ACC  but  not  leased  unless  approved  by 
HUD  for  special  circumstances  would  be 
retained  in  §  881.101(b)  (3)  (iv). 

3.  Section  882.101(b)  (3)  would  require 
PHA  certification  in  the  submission  of 
the  quarterly  requisition  that  the  units 
are  decent,  safe,  and  sanitary.  Further, 
to  insure  that  there  is  more  effective 
monitoring  of  the  Section  23  program, 
this  proposed  rule  would  mandate  an¬ 
nual  inspections  by  HUD  for  compliance 
with  the  terms  and  conditions  of  the 
Lease  and  the  ACC. 

Proposed  Rule  Regarding 
PHA  Management 

In  accordance  with  the,  HCD  Act  of 
1977,  which  amends  the  U.S.  Housing 
Act  of  1937  and  authorizes  the  Secre¬ 
tary  to  permit  a  PHA  Implementing  a 
Section  8  Existing  Housing  Program  to 
undertake  management  functions  for  the 
Owner  of  a  unit  covered  by  the  Program, 
new  §§  882.116(s)  and  882.117(c)  would 
be  added.  The  Department  proposes  to 
Implement  this  provision  an  a  demon¬ 
stration  basis  in  localities  where  there 
is  documentation  by  the  PHA  that  per¬ 
formance  of  these  functions  by  the  PHA 
Is  necessary  to  provide  housing  for  eli¬ 
gible  families,  particularly  large  or  very 
low-income  families,  in  a  locality. 

A  Finding  of  Inapplicability  respect¬ 
ing  the  National  Environmental  Policy 
Act  of  1969  has  been  made  in  accordance 
with  HUD  procedures.  A  copy  of  this 
Finding  of  Inapplicability  will  be  avail¬ 
able  for  public  inspection  during  regular 
business  hours  in  the  OfiSce  of  the  Rules 
Docket  Clerk,  OfiBce  of  the  Secretary, 
Room  5218,  Department  of  Housing  and 
Urban  Development,  451  7th  Street  SW., 
Washington,  D.C.  20410. 

Note. — It  is  hereby  certified  that  the  eco¬ 
nomic  and  infiationary  impact  of  these  pro- 
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posed  rules  have  been  carefully  evaluated  In 
accordance  with  Executive  Order  No.  11821. 

Accordingly,  the  Department  proposes 
to  amend  Title  24  CFR  Part  882  as  fol¬ 
lows: 

1.  Amend  §  882.101(b)  to  read  as  fol¬ 
lows: 

§  882.101  Applicability  and  scope. 

•  *  *  •  * 

(b)  Conversion  of  Section  23  Housing 
Projects  (1)  Policy  for  Section  23  Exist¬ 
ing  Housing  Conversions.  Each  PHA 
shall  complete  the  orderly  conversion  of 
their  Section  23  Existing  Housing  to  the 
Section  8  program  by  September  30, 1978. 
This  deadline  may  be  extended  under 
special  circumstances,  as  authorized  by 
HUD,  but  only  imtil  September  30,  1979. 

(i)  Conversions  shaU  not  affect  the 
prior  rights  of  an  Owner  or  tenant  as 
stipulated  under  the  provisions  of  a 
Lease  entered  into  under  Section  23  of 
the  Act,  including  the  Owner’s  rights  un¬ 
der  the  Lease  to  renew,  subject  to  the 
maximum  term  permitt^  by  law. 

(ii)  In  planning  and  carrying  out  con¬ 
versions,  PHAs  shall  avoid,  to  the  maxi¬ 
mum  extent  possible,  the  eviction  of 
families  receiving  assistance  imder  the 
Section  23  program  who  are  determined 
to  be  ellf-ble  for  the  Section  8  program 
by  providing  assistance  to  eligible  fami¬ 
lies  in  locating  alternative  assisted  imits. 
Families  determined  to  be  ineligible  on 
the  basis  of  income  or  family  compo¬ 
sition  or  for  any  reason,  such  as  past 
performance  in  meeting  financial  obliga¬ 
tions  under  Leases,  a  record  of  disturb¬ 
ance  of  neighbors  or  destruction  of  prop¬ 
erty,  and  a  history  of  criminal  activity 
Involving  crimes  of  physical  violence  to 
persons  or  property,  shall  be  notified  hi 
accordance  with  §  882.209(f). 

(ill)  Where  Section  23  Existing  Hous¬ 
ing  is  to  be  converted  to  Section  8,  HUD 
will,  to  the  extent  of  available  contract 
authority  and  budget  authority,  approve 


one  Section  8  unit  for  each  Section  23 
imit  converted. 

(iv)  The  applicable  Fair  Market  Rents 
shall  be  those  for  Existing  Housing  imder 
this  part,  except  that  for  any  unit  which 
was  completed  less  than  six  years  prior 
to  the  leasing  thereof  the  applicable  rent 
shall  be  determined  in  accordance  with 
§  882.120(b). 

(v)  Housing  under  AiXJs  implement¬ 
ing  the  HUD  Experimental  Housing 
Allowance  Program  shall  not  be  subject 
to  the  provisions  of  this  paragraph  (b) . 

(2)  Policy  for  Section  23  New  Con¬ 
struction  and  Substantial  Rehabilitation 
Conversions.  Each  PHA  shall  plan  for 
the  orderly  conversion  of  any  completed 
(legally  available  for  occupancy)  Sec¬ 
tion  23  new  construction  or  substantial 
rehabilitation  project  to  Section  8  under 
contractual  arrangements  for  such  term 
and  under  such  conditions  as  may  be 
agreed  to  by  all  the  parties  and  approved 
by  the  Assistant  Secretary  for  Housing. 
In  planning  and  carrying  out  such  con¬ 
versions,  the  provisions  of  §882, 101(b) 
(1)  (i)-(iv)  shall  be  applicable. 

(3)  Policy  for  Section  23  Existing 
Housing  Units  not  Converted.  Where 
Section  23  existing  imits  are  not  con¬ 
verted,  the  following  shall  apply. 

(i)  No  Leases  for  additional  units  shall 
be  entered  into. 

(ii)  Subject  to  prior  rights  of  Owners 
and  Families,  Lease  renewals  and  exten¬ 
sions  may  be  entered  into  only  with  re¬ 
spect  to  occupied  units  which  HUD  has 
determined  are  decent,  safe,  and  sani¬ 
tary.  The  terms  of  such  renewals  and 
extensions  shall  not  extend  beyond 
September  30,  1978.  This  deadline  may 
be  extended  under  special  circumstances, 
as  authorized  by  HUD,  but  only  until 
September  30,  1979. 

(iii)  Rent  increases  shall  only  be  made 
with  respect  to  occupied  units,  except  as 
otherwise  provided  in  the  Lease,  which 


HUD  has  determined  are  in  decent,  safe, 
and  sanitary  condition.  The  PHA  shall 
certify  with  the  requisition  to  HUD  for 
payments  under  the  ACC  that  the  units 
are  decent,  safe,  and  sanitary,  inspec¬ 
tions  of  the  units  shall  be  made  annually 
by  HUD  for  compliance  with  the  terms 
and  conditions  of  the  Lease  and  the  ACC. 

(iv)  Any  increases  in  rents  and/or  op¬ 
erating  costs  for  occupied  units  must  be 
funded  by  the  elimination  of  units  au¬ 
thorized  under  the  Section  23  ACC  but 
not  leased;  Section  23  ACC  amounts  shall 
not  be  increased,  except  under  special 
circumstances  as  authorized  by  HUD. 

(2)  Add  §  882.116(s)  to  read  as  follows : 
§  882.116  Responsibilities  of  the  PHA. 
«  *  «  «  * 

(s)  The  PHA  may  cantract  with  an 
Owner  to  perform  the  management  and 
maintenance  functions  listed  in  §  882.117 
(a)  (l)-(6)  after  approval  by  HUD  pur¬ 
suant  to  §  882.117(c) . 

3.  Add  §  882.117(c)  to  read  as  follows: 
§  882.117  Responsibilities  of  the  Owner. 
*  *  *  •  • 

(c)  Notwithstanding  the  provisions  of 
paragraph  (b)  of  this  section  and 
1882.121(c)(1),  HUD  will  consider  au¬ 
thorizing  PHAs  on  request  to  perform 
the  management  functions  on  behalf  of 
Owners  of  Section  8  existing  units  if 
there  is  adequate  documentation  that 
performance  of  these  functions  by  the 
PHA  is  necessary  to  provide  housing  for 
eligible  families,  particularly  large  or 
very  low-income  families,  in  a  locality. 

Issued  at  Washington,  D.C.,  October 
26,  1977. 

Lawrence  B.  Simons, 

Assistant  Secretary  for  Housing, 
Federal.  Housing  Commissioner. 
[FR  Doc.77-31662  Filed  11-1-77:8:45  am] 
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